By THOMAS R. ROBINSON

Personal  income  has  more  than
doubled sinee 1960 and its composition
has changed substantially. This artiole
reviews developments that have afected
the eomposition of personal income
over the last desade.

PEREON.&L income has more than
doubled since 1960 to reach a seasonally
adjusted annual rate of $851% billion
during the first @ months of 1071.
During this period the composition of
personal income has been fundamen-
tally altered. Perhaps the most striking
change since 1960 has been the enor-
mous growth in transfer payments to
persons which, to a considerable extent,
has reflected a heightened conscious-
ness of social and welfare responsibilities
in the United States. As a consequence
of the increase in transfers, personal in-
come has grown faster than GNP in
every year since 1966. This review high-
lights developments that have affected
the composition of personal income over
the last decade. The period sinee 1960
is divided into three subperiods: the
gradual and sustained economie expan-
sion from 1960-65; the years of excess
demund and inflation, 1965-69; and the
slowdown since 1960,

Transfer payments

Transfers to persons consist of income
received by persons for which no pro-
ductive services are currently rendered.
Transfers have incressed dramatieally
sines the mid-1960s (chart 7). They
grew at an average annual rate of 7 per-
cent in the first half of the 1960's, 13%
percent from 19656 to 1968, and 19}
percent in 1970 and 1971.

Trends in Personal Income

Nearly all the acceleration reflects
increased payments from government.
Transfers from business (e.g., corporate
gifts to nonprofit institutions), repre-
gent a very small part of the total. Both
Federal and State and local gpovern-
ments have shown similar rates of in-
crease in their transfer payments (table
1). However, much of the inerease at the
State and local level reflects increases
in Federal grants-in-aid to the States
in support of special types of public
assistance.

Az noted above, some of the most
visible increases in transfer payments
ginee the mid-1960's have reflected an
increased social and welfare awareness,
which has led to the introduction of
new and the expansion of old programs
involving these payments. Payments
under old-age, survivaors, and disability
insurance, which in dellar amounts
represent the largest Federal transfer,
recorded substantial, although erratie,
growth throughout the 1960's. In 1966,
social insurance was significantly ex-
panded to include medicare (hospital
and medical insurance). The first full
vear of operation was 1967, and pay-
ments under this program accelerated
sharply thereafter until 1969 when
growth began to taper. In addition,
public sssistance transfers, which in-
clude certain types of old-nge assisi-
ance, aid to the blind, to the per-
manently and totally disabled, and to
fumilies with dependent  children
(AFDC), have also grown strongly,
particularly in recent years. The largest
public assistance transfer is AFDC.
This program is administered by the
States, with more than 50 percent
of the outlays currently financed by
Federal grants-in-aid. AFDC has ex-

perienced emormous growth in recent
yenrs, and the number of persons under
the program has more than tripled
since 1960 to almost 10 million in 1970.
An acceleration in the roster of recip-
ients beginning in 1967 explains most
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of the rapid advance in money pay-
ments wnder this program:.

Another part of the wrensfer expan-
sion is associeted with our increased
invelvement in the Vietpam war in the
mid-1960’s that resulted in o large in-
cresse in the number of military person-
nel and subsequently in the number of
veterens. Federal transfars to veterans
surged ofiter 1967, These include pen-
gion, dizability, asd retiremont pay-
ments, life insurance bensfits, and
readjustment bensfits such as those paid
as special unempleyment compensation,
poraplegic ¢oare, and educational sup-
port. Payments, which were incraasing
of an ovarsge entual rats of 3% parcont
before 1067, have bean rising at an
averngs rate of 13 percent zince that
timo.

Finally, in tha most recent |asat,
State unemployment insurance henafits
hove been among the fnstest growing
transfors. Economic expansion beforve
1970 resuléed in o fairly steady decline
in these benefit prymenis. Howerer,
inoreases i the numbers of wnemployed
in the past yeor ond » hall hove in-
ereased onemployment compensation
from about $2 billion in 1969 to $5.8
billicn at an aversge rate in the first
thres quarters of this year.

Wages and salarles

Fnyrolls are the largest component of
personal income. Woges and anlaries
in 2]l broad induetry groups grew at &
fairly stesdy pace in the early 1060°s,

acealerated shorply in the 196560
period, snd deselerated after that time.
The acecleration of wage snd selary
increnses in the period of strong sxpon-
sion affected oll industry proups simi-
larly, but this has not bean tros of the
periad of decalsrition (table 2.

The commodiby-preducing indusiries,
which typically account for two-filihs
of nll wage and salary dishursements,
were hardest hit by the recent wenkness
in cconomie activity. From 1969 to
1971 their payrell growth slowed to an
average sonual rate of 2 percent, and
within gommodity production, moenu-
fecturing woges and szaleries were op
only 1 percent. During this period,
rates of pay in manufoecturing con-
tinued to sdvence, but hours of work
snd empleyment, eapecially in durable
gods  industries, declined sharply.
Wage nnd salary increases in other
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commodity gods industries {mining,
contrect conatruction, and sgriculturs)
have olgp slowed, bot not 23 much ns
in manufacturing, Empioyment declines
m nonmanufactoring commodity pro-
duction were genarally mild, and hourly
rates of poy were bolstered by ex-
tenordinaily lorge increases in controat
sonstruction.

Growth of payrolls in the distributive
indusgtries {tronsporistion, communicn-
tiona, utilities, and wholessle and retail
trades) was roughly commensurate with
that in commodity production until
1968, Since that time, payroll incresses
in the distributive industries have
slowed, but bacause employment nd-
justmenis in thess industries wern
relatively mild, the slowdown was not
nesrly as asvers as in the eommodity-
producing group.

Government wages and sslaries hove
heen consistently growing more ropidly
than these in commedity production
and in distribution. Federnl Govern-
ment employment increases in the mid-
1980"s ware nssociated in large part with
the military buildup which continued
pheouph 1965, However, since that year
and ns a result of defense cuibocks and
restrictive hiring policies, Federsl em-
Hoyment declinad. Thia, of course,
resultad in & significant slowdown in
tha growth of Federal payrells which
would have hesn even more striking
hod it not been for sizable civilinn and
military peay reises. Employment and
ratea of pay have ingransed stendily at
the State snd local level, nnd payrolls
have shown very atrong growth since
the early 1960's.

In the service indusiries, woge and
salary increases have plso besn strong
snd broadly based. The rate of payroll
sdvance in madicol and health services
incressed steadily after 1960 and con-
tributed importantly to total growth in
service industry payrolle. After 1968,
increnses in ponusl sarnings accounted
for most of the growth in medicel and
health payrcllz ss employment ex-
pansion slowed. Wages and salaries in
oducational services alsc hava been
growing since 1960; the rates of incrense
wera highest in the 1865-89 period and
have slowed some since. Mosé of the
gerviee industries did not feel as murh
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of the impact of the recont esonomic
glowdown s ofher industry groups.
Howevar, poyrolls daclined 14 percent
for security ond commodity brokers.
This, of courss, was dua to the poor
performoncs in the stock nnd bond
markets which resulted in denlining
garningz and major loyolfs in this
industry,

Dther types of income

Other types of income generated by
current. production include rent, nter-
est, propriaters’ income, dividends, and
other Ipkor income. In the ageregnts,
these ingomes wers Tocording about the
same Inte of growth as personal income
uttil 19685, but since thot time, increases

SURVEY OF CURRENT BUSINESS

hove slowed noticenhly (chart 7). An
important reascn for the slowdown in
the sgeregate of “other types of income™
was the sharp topering in the growth of
praprietars’ incotne after the mid-1960Hs
and the aksence of growth after 1968,
Farm income, which is highly errsiic,
has bean o particularly wenk component
of proprietors’ income; on baelance it
grew slowly in the emly 1960% and has
shown virtually no growth since 1965.
Bursiness antd professional inccme haos
shown much greater strength than form
income since 1960, bubk in the recent
post its rate of growth has tnpered.
This type of business is typically hord
hit by weakness in economic nchiviby,
nnd recent experience sppears to hove
provided no excaption.

In contrnst, {'other labor income® has
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basn growing strongly. By far the st
important component of ‘‘other labor
income® is employer contributions to
privale pension, health, and welfare
funds, These payments, which are an
attractive form of compensation to em=
ployees because they are not taxabla
when enrned, have become on increns-
ingly important part of employae com-
penzotion and have developed inio n
major bargeining issue in lakor nego-
tiations.

The remaining components of “other
types of income,” (rent, interest, amd
dividends} a3 o group, did not exhibit
behavior much differeni; from total per-
sonnl income before 1965, but dus to
slow growth in rental inceine to persons
and dividends their advance slowed
somewhat alter the mid-1960%s.

Errata

The ndivsted sorles under Faderal surplug or defioib shown b table 3 of the article
"Eeonomic Impaot of Defenee Proocuremant” In the Baptember SUavET i Incorrect for
tha frat gquavtar 1871, Tha ndijusted zoties —514.2 billisn shouvid heve besn —FLG68.
Copgequontly, the chonge in the adjusted serizs should e $2.8 Lillion instead of $4.4
Lillion in the Arat guarter of 1971 and —$5.5 billion inatead of — 87,1 hillion in the second.




